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THE FRENCH INDEMNITY OF 1871 AND ITS EFFECTS 

A. E. MONROE 



After the Franco -Prussian War of 1870-71, Germany exacted 
from France an indemnity of 5,000,000,000 francs, to be paid 
within three years, mainly (a) in gold or silver, (b) in notes of 
the Central Banks of England, Prussia, Holland, or Belgium, or 
(c) in bills of exchange on these countries. France promptly 
floated two huge 5 per cent loans, on about a 6 per cent basis, for 
the sum required. Both were heavily oversubscribed, one -third 
of the heavy foreign subscriptions for the second loan coming 
from Germany herself. Remittances were made chiefly in bills 
of exchange, German bills predominating; and the payment was 
completed in September 1873. 

Viewed less superficially, France sacrificed to the indemnity 
payment her income for several years from foreign investments 
and some of the principal, instead of taking income in imports or 
adding to investments abroad. This involved temporary econo- 
mies. Temporarily, also, she lost about a billion francs in gold. 
Germany, on the other hand, accepted payment by increases in 
her import balance, the discharge of all her foreign war debt, and 



an increase in her foreign investments: temporarily she gained 
perhaps 500,000,000 marks of gold. The payment was applied 
chiefly to meet Germany's war expenses, to facilitate changing 
her monetary system to a gold basis, and to extend her railroad 
system. 

Rates of exchange, international gold movements, and discount 
rates were naturally much affected by the operations involved in 
the indemnity payment. Broader economic consequences were 
greater still, notably in the creditor country. The payment con- 
tributed a powerful stimulus to Germany's financial and indus- 
trial expansion. This soon culminated in the serious crisis of 
1873. The ensuing depression was longer and more severe in 
Germany than in other European countries, while France, 
thanks to her enforced restriction in the critical years, was 
affected slightly. In short, if the ultimate effects are taken into 
account, the payment of the indemnity redounded by no means 
wholly to Germany's advantage or wholly to the injury of 
France. 



BRITISH FINANCIAL EXPERIENCE DURING AND FOLLOWING THE NAPOLEONIC WARS 

N. J. SILBERLING 



The British financial experiences from 1790 to 1830 may be 
summarized as follows : 

1. The general price level rose about 70 per cent during the 
period of the Napoleonic wars, nearly two -thirds of the 
increase occurring by 1801. The decline toward the pre- 
war level was rapid during 181 5 and 181 6, and by 1821-22 
the price level was no higher than immediately before the 
Napoleonic period. 

2. The price of silver and gold in Bank notes rose 18 per cent 
above par between 1793 and 1801, remained below that 
figure from 1801 to 1810, then rose rapidly to a maximum 
of 41 per cent in 1813. Par was temporarily restored in 
1 81 6, but not until 1821 did the premium on specie per- 
manently disappear. 

3. Exchange on Hamburg — expressed in Flemish schillings 
(silver) per pound sterling — remained continuously below 
par from 1798 to 1816, largely a result of the depreciation 
of the Bank of England note. The greatest deviation was 
about 30 per cent in 1811. Beginning with 1820 Hamburg 
exchange was consistently above par. 

4. At the beginning of the war, the yield on consols was 
slightly under 4 per cent. By 1797 it had risen to nearly 
6 per cent. This was the highest figure reached during the 
war period. A marked decline to about 4 per cent occurred 
between 1798 and 1802. Thereafter the yield fluctuated 
between 4! per cent and 5! per cent until the end of the 
war. By 1822-23, the rate was back on the level of 1793. 
Interest rates on Exchequer bills and a representative 
London dock company followed much the same course as 
consols, save that the decline in the rate on Exchequer bills 
considerably anticipated the fall in the yield on consols. 

[10] 



5. The annual average outstanding circulation of the Bank 
of England increased from slightly more than £10,000,000 
in 1796 to about £28,000,000 in 1817. By 1822 the circu- 
lation had fallen to about £18,000,000. A relatively small 
proportion of the notes was advanced during the war 
either directly or indirectly to the government. A great 
increase of private discounts at the Bank marked the 
period of the war; most of these discounts appear to have 
involved an issue of the Bank's notes. 

6. In general it would appear that the episode of the war was 
closed in England about seven years after the end of the 
war. By 1821-22 the obligations of the war period had 
been fully liquidated; prices, interest rates, exchanges, 
currency were no longer showing serious after-effects of 
war strains and stresses. 

There is strong temptation to draw analogies between the 
experiences of the Napoleonic era and those now to be expected 
in the United States. Fundamental differences, however, in the 
conditions of the two periods should be borne carefully in mind 
in any attempted comparisons. One of the differences is that 
the United States is now on a gold basis whereas England was 
on a depreciated paper basis. Another is that the period during 
and following the Napoleonic wars was one of relatively low and 
decreasing production of the precious metals, whereas the years 
previous to 1914 showed record gold production and, at present, 
no sustained diminution of gold output is observable. A third 
difference is that following the Napoleonic wars vast new areas 
were being exploited, and prices of agricultural products moved 
downward. Today there is no such possibility of extending the 
area under cultivation. Finally, the increase of prices during 
the recent war has been much greater and more widely extended 
than that of the Napoleonic period. 
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AN ANALYSIS OF THE EXPORTS OF MERCHANDISE FROM THE UNITED STATES 

W. A. BERPJDGE 



The American export situation seems, on its face, a mass of tend- 
encies and counter-tendencies so confused that unaided obser- 
vation is practically incapable of separating the real from the 
apparent tendencies in current developments. Three reasons 
for this are: (i) the interference of seasonal variations, (2) the 
influence of price changes in producing a highly unstable relation 
between values and quantities, and (3) the fact that the war has 
given world industry such a tremendous momentum in particular 
directions that even now it is only partly checked. 

In spite of the difficulty of interpreting present tendencies in 
the exports of merchandise, that task is here undertaken because 
of the peculiar importance of foreign trade at the present time. 
The following analysis of exports, based upon quantities as well 
as values, is presented for use in the interpretation of current 
statistics. 

Some of the significant features of the export situation are: 

1. The total value of exports for the year ending June 30, 
1 91 9 was treble the annual pre-war average. 

2. An immediate increase in exports of foodstuffs followed 
the declaration of war. Subsequently a much more pro- 
nounced increase, still in effect, took place in the exports 
of manufactures ready for consumption. 

3. A general decrease since 1917, relative to other groups, in 
the export of manufactures ready for consumption and for 
further use in manufacturing. 

4. Exports of foodstuffs partly or wholly manufactured in- 
creased in the fiscal year 191 9, absolutely, and also rela- 
tively to other kinds of exports. 

5. To all continents there have been increases in quantities, 
and still greater increases in values of exports; the most 
conspicuous quantity gains in 1919, relative to the pre-war 
volumes, are exports to Asia, Europe, Africa, and South 
America. 

6. Monthly figures, especially during recent months, show 
such great fluctuations as not to furnish a reliable basis for 
generalizations. 

7. A comparison of the seven months January- July 191 9 
with the corresponding months of 191 8, reveals changes in 
the present character of our exports. Foodstuffs, espe- 
cially manufactured foodstuffs, show an increase in the 
peace months but this increase was less than in the fiscal 



year 191 9 as a whole; while manufacturing materials and 
manufactures are more strongly increasing since the 
armistice. 

In the fiscal year 1919, the articles showing the greatest 
absolute increase in values over 1914 were, in order of size 
of increase: meat and dairy products, iron and steel and 
their manufactures, breadstuffs unmanufactured and 
manufactured, and unmanufactured cotton. Likewise in 
June 1918, the same articles showed the greatest absolute 
increase. 

Some of the articles showing in the first seven months 
of 1 91 9 the strongest proportional increases in physical 
volumes over the corresponding months of 1918 are: sugar, 
wheat, apples, sole leather, pig iron, raw cotton, commer- 
cial automobiles, and steel rails. 

Interpretation of current statistics of exports requires a 
knowledge of the degree of seasonal variations. Measure- 
ments have been made for fifteen articles, and results 
given graphically. Among the most strikingly seasonal 
exports are wheat, wheat flour, coal, tobacco leaf, and 
agricultural implements. 

For many purposes, quantities are more important than 
values. The following table gives the indices relative to 
the average for 1911-14 of the values, quantities, and 
prices of exports for each fiscal year since the beginning of 
the Great War: — 





Percentage Relative to Average 
for Fiscal Years 1911-14 




1915 


1016 


1917 


1918 


1919 




123 
101 

122 


191 

122 
157 


279 
163 
171 


261 
210 

I 25 


317 


Prices based on 100 articles 

Quant, adjusted to represent all art. 


223 
142 



Although the value of exports is now 217 per cent more 
than it was in 1911-14, the quantity is only 42 per cent 
greater. Although the maximum value of exports was in 
1919 the maximum quantity was in 191 7. In values 
Europe is taking record amounts of goods (329); in 
quantity she is taking a smaller volume of goods (145) 
than in 1917 or 1916 (190, 175). 



